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1. These informal comments, which represent only my views 
have not been cleared with the USAF. They are not as f ull as i’ 
should like to make them. However, due to the press of time, it 
seemed advisable to submit them now with the possibility that we 
could discuss the mattei^fownor^detail later on, or if you prefer 
I could discuss it with^^^^^^^™ 3 
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2, Ihe first point which I made at the last meeting is that 
the type of intelligence reports upon which broad U.S. policy 
guidance can be given from a viewpoint of economic intelligence, are 
identical with the intelligence requirements upon which the operat- 
ing agencies base their detailed plans and programs. That is to 
say, the broad policies and the more detailed operational plans, to 
be soundly conceived, both should rest on as broad an intelligence 
base as possible. This base, which represents the detailed pick 
and shovel work of research analysts in many agencies, must be relied 
upon to produce the backbone of national intelligence estimates. 

The national intelligence estimates can be no better than the factual 
data which support them, nor can the operational plans, say of the 
Army, be any better than the same factual base permits, to the extent 
that both rest upon economic intelligence. 


3- With respect to the second point, «veiy limited intelligence 
facilities versus enormous requirements for intelligence production", 

I think this is somewhat misleading. In the first place, there has 
been an intensive effort to collect and evaluate economic data on the 
U.S.S.R. and Satellites for the past three years. The result is that 
the basic intelligence of the U.S. military establishment with respect 
to the U.S.S.R. and its Satellites is far better than was the respec- 
tive case just prior to the war with Japan and Germany. While it 
maybe an exaggeration to say that the intelligence potential of the 
Soviet Union is limited only ty the money and effort we are willing 
to put into the collection of the needed information and into its 
sound evaluation j nevertheless, I am sure that most experienced intel- 
ligence authorities would agree that it is possible to increase our 
knowledge of the U.S.S.R. Bloc by a veiy appreciable percentage, if 

:r e A e ° 1S1 ° n is made by such 311 a g® nc y as the National Security Council 
that the national interest required this to be done. 
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My own experience indicates that an attempt to lay on detai led 
nrior ities with respect to the production of intelligence inthe 

Lrioua I.A.0. agencies .ill not be too |vS! 

lust too diverse and too numerous to permit more than general over 
all guidance^ An informal exchange of intelligence production pro- 
gram! for example, should result in a somewhat more economical use 
g"Ei available research manpower. Even more important, however, 
division of the "pie" is the devising of ways to increase 
o^no'ledge o TZ Ziet Bloc, particularly with respect to 1950- 
19^1 information. Two things which obviously suggest * ^selves a * 

(1) the ste pping up of the Defect or Program, and (2) a substantial 
k increase activities. 

h. Part II, A, (1) of your paper states that "first pri pities 
should be given to economic analyses designed to throw light on the 
^oblem^of strengthening the relative position of the non-Seviet .orld 
in the struggle against the Soviet Bloc." This point is further 
elaborated by the statement that studies should be designed to revea 
what the key limitations are on what presumably the potential enemy 
^tries or coSlS iTaf countries can do. The point of focusing on , 
key limitations is beyond me; it would appear that, at first 
v / e studies ' "s PTould be directed at the general economic capabilities 
Tf these countries rather than pointed specifically to 
Pertainlv the validity of these key limitations cannot be judge ci 
eroent against a background of relatively full knowledge of the total 
Soviet Bloc for the apparent limitations of one specific country may 
not e^dst in any meaningful way if a broader geographic base becomes 

the area of inquiry. 

5. The same section of your paper Indicates that there is a 
paucity of both information and meaningful analyses on the economic 
situation in the Soviet Bloc relative to that in non-Soviet areas. 

T Question whether this is a fact or not. Certainly many analyses of 
basic Soviet industries have been made, whereas ! v ^ i " ' 

countries which the U.S.S.R. can overrun very quickly ^ 
stages of World War III, relatively few- meaningfui economic studies 
have come to the writer's attention. There are a number of general 
ization studies, but in terms of specific industries studies covering 
each plant, say in the aluminum industry of Western Europe, detaile 
s tudi e s do not^appe a r to have been made by EGA or any other U.S. 
organization. It is possible that these studies exist in some 
European offices of ECA or in organizations of the United Nations, 
but if so, we have been unable to obtain them. 

6. I think this is particularly important, and is. highlighted 
bv what you will remember of our discussion on Yugoslavia, for 
appears to me that the intelligence collection problem divides dqwn 
into two parts? (1) the areas behind the Iron Curtain, and (2) the 
areas thisTside of the Iron Curtain. It has been my experience that 
since the State Department has assumed the major function 
collection of economic information on countries this side of the Iron 
Curtain, the servicing of other agencies has been quite unsatisfactory. 
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-Tertainly this information is available, and can be collected with 
relatively little effort. It is important not only iJi connection 
Tri.th an analyst s of the country concerned, but also because of th 
Soviet potential for overrunning these areas. 

7 . My comment on Part II, A, (2), which delineates the specific 

kinds of studies which should be made dealing with ® c ° a0 " li ° c ^~ 
bilities of the U.S.S.R. and its Satellites, is that what is needed 
S not a series of economic analyses pointing to answering £ iome 
•arwH-fip nuestions but a number of broad studies on specific in 
tries and q on other areas of the economy which will provide 
intelligence base from which more specialized types of ^quiries c 

f +. aluminum industry in the U.S.b.K. 

SSrnes once draw, upon and furnish answers 

Sth^Sct tSTgeSal capabilities of the Soviet JQ«t. 

intentions and capabilities. My major orit ^^ °i e " a ^e?is ttat" 
studies made during the past four years Gn *?® 1 S n iould have 

tw have been too narrow: a fraction of additional effort would have 

T 2 : aware S 

of analysis, and with respect to the time scale of its production. 

8 . W only comment on Part III is a word ° f ° aut ^,^ h ,^®® pect 
to attempting to devise answers from sophisticated analytical tech- 
niaues^hlS require the availability of a large volume of precise 
data and where^ relatively small estimating error, when cumulated, 
can give very misleading answers. This was the sad experience it 
certain national income studies made of Germany in the last a , 
presumab ly by people wi th considerable competence; it is the case t day 
f trying to develop index numbers on industrial 

productiJBHh^Ht Union. The utilization of these ^hniquee, 
in mv opinion, must await the development of a far larger storehouse 
O? SotSl data than we now have, or are likely to get for some time. 

9 Once again I must apologize for making these comments as 
iirisf as thev are and hope to have the opportunity to expand on them 
at some future time. Necessarily they deal with points of difference 
of opinion about a fundamentally good study. 


EDWARD L. ALLEN 
Deputy for Research 
Target Research Branch 
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